During the last decade spokesmen for the South, joined by those for the West, have vigorously asserted that the freight-rate structure of the United States is unjustly discriminatory to the southern and western regions and has inhibited the economic growth and development of those areas. Particularly it is asserted that industrial development has been unduly hindered by the present system of freight rates.
A freight classification, the second element, is a list containing a description of almost every commodity moving as freight and the class or classes to which it is assigned-that is, its classification rating or ratings. One commodity usually has more than one rating, depending on volume and conditions of shipment. Each rating is indicated by a number, letter, or number-letter symbol. First class, known also as class ioo, is the standard class, and the remaining classes are related to it by percentages. For example, articles given a classification rating of second class, which is 85 per cent of first class, move at 85 per cent of the first-class rate, while those assigned third class, 70 per cent of first class, pay 70 per cent of the first-class rate, and so on. Each freight classification has a number of standard or regular classes. An obvious advantage of the use of a freight classification is the grouping of a large number of items into a limited number of classes, thereby avoiding the necessity of publishing freight tariffs containing every charge for each commodity for every possible distance and for every possible volume and kind of packing. In the freight classification is also a statement of the regulations governing the carrier-shipper relationship, packing specifications, and minimum weights applicable to freight shipments.
Thus, it is important to remember that neither the classification nor the individual rating contained in it determines what the shipper must pay for a shipment. The cost will depend on the first-class rates (published separately in the form of a rate schedule containing the cost, or price, per ioo pounds of moving first-class freight each possible distance it may be moved), plus the use of the appropriate class from the freight classification. To ascertain the freight charges on a given shipment moving on class rates, the first step is to look up the article in the classification, discover its proper classification rating, then to look in the class-rate tariff for the cost of shipment for the distance involved at the first-class rate, and then to apply the percentage of first class indicated by the classification rating to the first-class rate. This is over-simplification, but it illustrates the interrelation between the first-class rate scale and freight classification.
From the foregoing discussion it must not be assumed that all freight traffic, or even a large part of it, moves on class rates. There are three other kinds of freight rates on which far more freight traffic moves:
(i) Exception rates are rates resulting from exceptions to the classification. Exceptions are of two types: those that transfer the ratings on an article from one standard class to another, and those that utilize percentages of first class other than those used for the standard classes. The latter are known as intermediate columns.
(2) Commodity rates are special rates set up for specific movements of particular commodities, which remove the commodities entirely from any relationship to the classes to which they are assigned in the classification.
(3) Column rates are rates which apply to specific commodities, or groups of commodities, and are fixed by percentage relationships to the first-class rates by other than standard class percentages. ' Class rates, however, will be dealt with almost exclusively in this paper. The others will be mentioned from time to time in their relation to class rates. Exception, commodity, and column rates are generally lower than the class rates, and on them moves most of the freight traffic of the United States.
' In Class Rate Investigation, 1939, 262 I.C.C. 447, 562 (1945) , definitions of the various types of rates may be found that are as unsatisfactory as the definitions given above. One of the handicaps in the field of freight rates is the inexactness and looseness of the terminology. The writer prefers that two kinds of rates be designated: class rates, consisting of those rates obtained by application of classification ratings to the appropriate class-rate scales; and commodity rates, whether published as exceptions to the classification or as column rates.
ECONOMIC EFFECTS Op DISCRIMINATORY FREIGHT RATES The Interstate Commerce Commission has compiled what it chooses to term a "rough approximation" of the relative importance of carload traffic moving on the various types of rates, based on a sample study. These data are set forth in Table I .
From Table I it may be seen that class rates apply on the movement of a relatively small amount of the nation's freight traffic-only slightly over 4 per cent. Within western trunk-line territory, for instance, only o.6 per cent of the traffic moves on class rates. An examination of the relative levels and patterns of class rates applying within and between territories indicates why the use of class rates is extremely limited. II From a physical standpoint the railroads of the United States are a single system. As far as the standard-gauge railroads reach, carloads of freight loaded at any point can be delivered to any other point without unloading and reloading on the way. But the uniformity that marks the mechanics of service does not extend to the class rates. For rate-making purposes the United States is regionalized, being divided into five major territories: eastern (or official), southern, southwestern, western trunk-line, and mountain-Pacific. Each of these territories, with its sub-territories, is shown on the frontispiece.
For freight classification purposes the country is divided into three major territories: eastern or official, southern, and western. Official and southern rate territories are roughly co-extensive with the corresponding classification territories. Western classification territory embraces the entire area west of the Mississippi River Each of the freight-rate territories has its own level and scheme of class rates applicable to movements of freight traffic moving entirely within a territory. These rates are designated intraterritorial class rates. A comparison of the intraterritorial first-class rate scales, both in cents and percentage of eastern, applicable within eastern, southern, and western trunk-line territories, using 5o-mile blocks up to 200 miles and ioo-mile blocks up to i,ooo miles, is shown in Table 2 .
Even though the first-class rate scales are extremely important as indicating the levels of class rates in the various rate territories because they are the basis for formulating other class rates and many exception and column rates, they cannot be accepted as an absolute measure. To obtain a composite intraterritorial class-rate level for each territory, the Tennessee Valley Authority included a chart in one of its studies in which the various factors were taken into account. Using the same procedure with more recent data compiled by the southern territory railroads,' the following levels of intraterritorial class rates were obtained: official, xoo; southern, 137; western trunk-line, 146; southwestern, i6i; and mountain-Pacific, x7i. These different rate levels applicable in the rate territories are shown graphically in the map on page 511. Without question official territory has a distinct advantage in intraterritorial class rates. ' Neither is there national uniformity in freight rates other than class rates. aA detailed description of the classification territories and the class rates governed by each classification is found at 262 I.C.C. 447, 456-459 (1945 
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Interterritorial class-rate structures are much more complicated than the intraterritorial ones. These interterritorial rates have been the source of many of the complaints which the South and West have directed at class rates. It is asserted that the eastern-territory producer has a great advantage for reaching the rich markets of official territory when his rates are compared with the higher class rates that must be paid by producers in the South and West for hauls of equal length to reach these same markets.
As has been pointed out, each rate territory has its own level and scheme of intraterritorial class rates; consequently, the rate structures do not fit together at the boundaries and are unsuited for moving traffic from one territory to another. A separate interterritorial rate structure applies between official and southern territories, another applies between western trunk-line and official, still another between southern and southwestern territories, and so on. These structures are extremely complex and reflect the patchwork of numerous attempts to adapt the present class-rate structures to a national flow of traffic in the United States-something for which they are totally unsuited. No explanation will be attempted here of the technicalities of interterritorial class rates because of the great amount of space required to make even a comparatively brief exposition. Two practices are generally followed in constructing interterritorial class 'rates. The first is the use of a distance scale, or scales, of rates with the charge levied for the movement of freight depending on the distance traversed by the haul in each of the territories involved. The other is the use of "key-point" rates to apply between groups of points in one territory and points similarly grouped in another territory. Both of these practices generally produce an interterritorial scale of rates that is intermediate to the class-rate levels applying within the two territories between which the interritorial class rates apply.
To illustrate: Table 2 shows that on an intraterritorial movement within official territory of 8oo miles a rate of $i.6o per ioo pounds applies, while for the same distance within southern territory the rate is $2.22. If the haul is interterritorial, with 6oo miles in official and 2oo miles in southern, the rate is S2.oo, or 40 cents higher than the official intraterritorial rate for 8oo miles and 22 cents lower than an 8oo mile haul entirely within southern territory.
Examples of interterritorial first-class rates from points in the South and West to official territory, as compared with intraterritorial first-class rates for approximately equal distances within official territory, show the disadvantages borne by the southern and western shipper attempting to market his product in official territory. Table 3 illustrates these disadvantages for hauls of equal, or nearly equal, length. The first comparison, for example, shows that the Nashville shipper pays 39 cents more on each ioo pounds of freight rated first class to Indianapolis, Indiana, than the shipper at Kent, Ohio (the distance being practically the same), a disadvantage of 41 per cent.
Obviously, the class rates do not represent the actual general level of freight rates actually paid by shippers for freight transportation either within the various territories or between them. The extensive use of exception rates, commodity rates, and column rates lowers the level of freight rates actually paid to something considerably less than the class-rate levels. There is no data available showing accurately either intraterritorial or interterritorial general freight-rate levels or the level of the exception, commodity, and column rates applicable within and between the various rate territoriesY
Defenders of the present rate structure claim that these lower rates available in the South and West on many products shipped, particularly low-value, heavy-loading commodities, offset the disadvantages of higher class rates paid by shippers in those territories. Even if this were true, it is cold comfort to one wishing to establish an industry in a southern or western location for the production of high-grade manufactured products, that move on class rates or rates closely akin thereto, to be told that the average level of rates in his territory is lower than the class rates because of low commodity rates on logs, iron ore, phosphate rock, and the like. An average freightrate level is as unsatisfactory to one paying higher-than-average rates as average lifeexpectancy figures are to one suffering from tuberculosis or cancer. Statistically the figures may be extremely satisfactory, but practically they offer no relief in an individual case.
The Board of Investigation and Research, established by the Transportation Act of 1940 to study transportation problems, observed that examinations of interterritorial "The staff of the Bureau of Transport Economics and Statistics of the Interstate Commerce Commission are gathering data on a sample basis from which such information may be available.
commodity rates "demonstrate the wide variations in the structures," ' which is another way of saying that no general statement of accurate nature can be made concerning the levels of commodity rates applying interterritorially. On commodity rates of intraterritorial application the board concluded from its analysis of a number of these commodity rates that "on most of the commodities there are substantial regional differences in the levels, with higher rates in the South and West than in eastern territory." An indication of the relative levels of rates actually paid on manufactured products may be obtained by comparing railroad freight revenue on this traffic with fully distributed costs applicable thereto. Manufactured goods are included in "Group V-Manufactures and Miscellaneous (Carload)" in the Interstate Commerce Commission's commodity statistics. For the year 1939 on this group the ratio of revenue to fully distributed costs in the eastern district was 121 per cent; in the southern region, 130 per cent; and in the western district, ii9 per cent. 10 In view of the fact that the cost of railroad operation is about the same in the South as in the East, or slightly lower, these figures are significant in that they show the traffic in Group V bears a greater proportion of the total transportation burden in the South than in the eastern district. That is, traffic in this group contributes substantially more to the constant cost of railroad operation in the South than in the East. This substantially heavier contribution is obtained by the payment of a higher aggregate level of rates on manufactures and miscellaneous in the South than in the East.
And how, one may logically inquire at this point, did the freight-rate structure of the United States acquire its present marked characteristic of regionalism, with such differences between the territories? While there are many factors that should necessarily enter into a complete answer to this question, in general it may be said that official territory has always been the most important manufacturing region, and the official railroads naturally developed a rate structure favorable to the movement of finished products. On the other hand, the South and West specialized in the production of raw materials and semi-finished products, and the freight-rate structures in those regions were shaped to give favorable rates to such items. The lack of manufacturing there accounts in part for the higher rates on manufactured goods. Beginning in the 1920's the Interstate Commerce Commission conducted investigations of freight rates territory by territory, with the exception of mountain-Pacific territory, the rates of which have not as yet been subjected to a comprehensive investigation. The class rates prescribed by the Commission in each territory followed to a great extent those rates in use by the railroads, with some of the gross inequities removed. In southern territory, for instance, simplification of the rate structures seemed to be the prime object of the Commission's action. The simplification consisted mainly of removing the old basing-point system of rate making in the South and elimination of the "outer" class and commodity rates. The early characteristics of the rate structure in each region thus became permanent with Commission approval. Relatively high rates on finished goods in the South and West were one of the characteristics of the structure. Economic practices, once they have become established, are often extremely difficult to change.
Prior to World War I the official territory carriers followed the policy of concurring in low levels of rates to allow relatively small movements of southern manufactured products to official territory. Upon the termination of Federal control in x92o the official carriers discontinued this policy, an action which resulted in the now famous statement by a prominent railroad official of the South that the official railroads' policy is to build a rate wall at the Ohio and Potomac rivers which will prevent or greatly curtail the movement of southern products into official territory. 11 An equally famous pronouncement of policy has been made by the official carriers as a group, in which they stated that they are "in duty bound" to protect producers located on their lines by excluding from official territory competitive products originating in the South and West 2 By this policy the official lines are trying to retain as much revenue as possible for themselves-a natural desire. That is, they prefer the long hauls and greater revenue accompanying the intraterritorial movement of manufactured products produced in official territory to shorter hauls and divided revenues incident to the movement of similar goods originating in southern territory. Longer hauls and greater revenues accrue to official carriers on products moving from Cincinnati and Chicago to New York, for instance, than would result from shorter hauls and divided revenues obtained by taking similar traffic from southern territory at Potomac Yard, near Washington, or other gateways, for movement to New York. Also, it is more profitable for official carriers to move raw materials from the South and West into official territory with return hauls of finished products to those territories than it is to have a single inbound haul of finished products from the South or West. III As industrial production increased in the South and West it followed that there would be attempts to market some of these products in the thickly populated areas 
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in official territory. It also followed that these products would be excluded, or forced to enter official markets under substantial handicaps, because of the high levels of interterritorial class rates and the refusal of official carriers to concur in a level of rates comparable to that applying on such goods moving intraterritorially within official territory.
While neither the South nor the West has made any great strides relatively in increasing industrial production, greater absolute amounts of finished goods were produced after World War I in both regions. Table 4 shows comparative figures on the relative status of the various rate territories in population and value of manufactures. While there have been some changes, official territory has maintained a dominant position in population and value of manufactures. Although official territory is predominantly industrial, and also has a large percentage of other highly paid occupations, the South and West are much more dependent on agriculture and the extractive industries as sources of employment for workers.
13 Average income in the rate territories reflects these differences in occupation. In I94O, for example, the average dollar income per capita was $7oi in powers of observation and reasoning by anyone who is even reasonably well acquainted with the economics of official territory and the southern and western rate territories, inevitably lead to the conclusion that most of the South and West are sadly in need of economic activities that will bolster up their low income status. Both the South and the West have decided that an increase in types and amounts of industrial production is the solution to their economic problems.
World War II gave parts of the South and West, that had never before had industry, a taste of the sweets of the income from industrial production, tending to whet the economic appetite of those formerly accustomed to a low income status.
In the course of the numerous economic analyses that were made in the i93o's it was disclosed that, among other handicaps to increased industrial production, the class-rate structure was unfavorable to both the South and the West. This rate discririination, particularly as it affected the South, caught the public imagination. Almost everyone who spoke or wrote on southern economics brought in the subject of unfavorable "freight-rate differentials.""' Some, in referring to the handicaps faced by the South, probably gave too much weight to the importance of freight rates as a deterrent to southern economic well-being. Others over-simplified the condition by saying, for instance, that it is cheaper to ship manufactured goods from New York to Atlanta than it is to ship these same goods from Atlanta to New York. To the extent that class rates apply this is untrue because the class rates are the same between the two points.
The proper statement is that a haul from Atlanta to New York on a class rate is costlier than a haul of equal length from some official territory point to New York. Conversely, a movement from New York to Atlanta on a class rate is at a lower class rate than a movement of equal mileage from a southern territory point to Atlanta. Nevertheless, it became known to many that the rate structure somehow placed the southern shipper at a disadvantage in comparison with the more fortunate official territory shipper. While his conception might not have been technically perfect, the man on the street became aware that the South was unfairly burdened with a freight-rate handicap.
Regardless of the over-emphasis placed on the importance of the rate handicap or the mistakes made in defining it, those in the South had a specific problem and a grievance capable of solution by legislation, the Interstate Commerce Commission, or the courts. The handicap is a man-made one. In this respect the problem differs from some southern problems that are based on custom or natural conditions that neither legislatures nor courts can correct. No one can evaluate with exactitude the part the freight-rate structure has played in retarding southern economic development, but it is known that it is a deterring factor for which there is no apparent justification. This feeling is based to some extent on cost studies made by the Interstate Commerce Commission, and others, that show little difference between the cost to the railroads of rendering transportation service in official and southern territories.
The demand for class-rate equalization with official territory swept the South and spread to the West. Bills were introduced into Congress providing for national freight-rate equalization, none of which passed either the House or the Senate. The demand for rate equalization was expressed, however, in the Transportation Act of 194o by one provision making unlawful any undue or unreasonable preference or advantage to any region, district, or territory; and by another provision authorizing and directing the Interstate Commerce Commission to institute an investigation into rates by rail or water on manufactured products, agricultural commodities, and raw materials, both on intraterritorial and interterritorial movements, for the purpose of removal of unlawfulness found to exist. 6 Whether the regional differences in economic activity and well-being in the country are the cause or the effect of differences in freight rates has been naturally the subject of warm discussion; such discussions always accompany any proposed readjustment of economic advantage. This apt answer, that should be pleasing to those on either side of the discussion, has been given:
The truth of the matter is that the freight rates are both cause and effect. If they did not have the effect of aiding producers in the areas concerned it would not be necessary to grant favorable freight rates to them. The result of the situation described is that the rate structure tends to perpetuate the particular regional specialization which has existed in an area. Newer economic interests in an area must frequently make their way against rate handicaps growing out of the prevailing rate adjustments.' In 1939, in anticipation of passage by the Congress of legislation such as was embodied in the Transportation Act of 194o, the Interstate Commerce Commission announced two general investigations. One was an investigation into class rates applying in and between official, southern, southwestern, and western trunk-line territories, which is the area lying east of the Rocky Mountains. ' The other was an investigation into freight classification in the entire United States. ' Because of the interdependence of class rates and freight classification the two proceedings were heard together and commonly designated "The Class Rate Investigation."
In May, 1945, the Interstate Commerce Commission, after exhaustive hearings, filed its report and order 2 The findings vindicated the exponents of class-rate revision for the South and West. Concerning freight classification the Commission found that the existing classifications are unlawful and will continue so until national uniformity of classification is accomplished. The railroads were given the opportunity to prepare a uniform classification, which they have agreed to do. In addition, 1024 STAT. 380 (1887), as amended, 49 U. S. C. §3(x) (940); 54 STAT. 902, 49 U. S. C., note following §3 (1940 the Commission found that both the intraterritorial and interterritorial rates applicable east of the Rockies violate sections x(4) and (5)(a) of the Interstate Commerce Act; 2 and that the relation between interterritorial class rates applying to official territory from the other territories involved, on the one hand, and the intraterritorial class rates applicable within official territory, on the other hand, results in an unreasonable preference to official territory, and to official-territory shippers and receivers of freight, in violation of section 3(I) of the Interstate Commerce Act 2 Further it was found that the unlawfulness of these rates will be remedied by class rates based on a scale set out in Appendix io to the Commission's original report when adopted in conjunction with the new uniform classification, the standards for which the Commission set forth in the report. The findings were bolstered by elaborate cost studies made by the Commission's staff showing the cost of rendering rail service in official and southern territories to be on almost the same level, and only slightly higher in the West.
To provide some measure of immediate relief an interim order was issued providing for a io per cent decrease in rail class rates for all interstate shipments made east of the Rocky Mountains and a io per cent increase for interstate shipments within official territory. Before the rates could be filed and become effective, the official territory states, later joined by most of the western railroads, filed a petition in the District Court of the United States for the Northern District of New York seeking to set aside the reports and orders of the Interstate Commerce Commission and seeking an interlocutory injunction pending the hearing and determination of the case.
The injunction was granted late in 1945. The special three-judge statutory court in May, 1946, upheld the Commission but continued the interlocutory injunction until final determination of the case on appeal. 2 4 The appeal is pending before the Supreme Court as this is written.' IV In the evidence adduced during the hearings held by the Commission in the Class Rate Investigation there are numerous specific instances of actual discrimination against the South and West. In some cases the economic effects of these rates are measured by relating the handicap suffered to the various economic factors involved in the business. The Interstate Commerce Commission found this evidence convincing, particularly in light of the exhaustive cost studies presented by the Commission's staff showing cost of railroad operation in the South and in official territory to be about the same and to be only slightly higher in the West. These cost data exploded one of the bits of the folk-lore of transportation, long-cherished, that transportation conditions are less favorable in southern than in official territory.
As had been claimed in the South and West, from the Commission's findings it has been established in regard to movements of traffic on class rates that manufactured articles from the South and West, when moved to official territory, generally meet competition from producers of similar articles located within official territory who can reach the same markets on official intraterritorial rates that are substantially lower, mile for mile, than the interterritorial rates which the southern and western shippers must pay. An attempt to meet such competition generally results in a deduction from the price received for the product by the producer in the South or West because of greater freight charges paid. This difference must either be absorbed by the southern or western manufacturer, resulting in a reduction in his profit, or be passed on in the form of lower wages to his employees or a lower price for the raw materials used in the product. These differences in freight rates, when expressed in terms of net profit, are frequently substantial, and may mean the difference between a profitable and an unprofitable business venture.
Thus, manufacturing in the South and West is discouraged and impeded, despite the fact that, with the exception of nearness to markets, all the economic factors for industrial development are present in these regions.
From the record made in the Class Rate Investigation the following cases are taken, showing the economic effects of discriminatory rates on the South and West in specific competitive situations.
A Kansas manufacturer of coal-preparation plants and washeries must absorb in competitive bidding the differences in class-rate levels which favor the manufacturers in official territory. On the official basis the rates are 40 per cent of first-class, whereas from Kansas to official territory the charges actually paid are 45 per cent of a much higher interterritorial first-class rate scale. Solely because of this rate inequality, this company is considering moving its plant to Cincinnati, Ohio, where possible sites for a new location have been offered, in order to get the lower official rates. This Kansas company is now shipping to coal operators in Indiana, Kentucky, West Virginia, Ohio, and Pennsylvania, but has experienced great difficulty in meeting competition from official territory because of the higher freight rates. It has had to forego business in Pittsburgh, Pennsylvania, because of the rates, and has lost business to Link-Belt of Chicago for the same reason 6 A Wichita, Kansas, manufacturer 2 7 of heating appliances which move on class rates, including large and heavy heating units like furnaces, competes with manufacturers in Ohio, Illinois, Kentucky, Pennsylvania, New York, and Michigan. Between i93o and 1941 some 44z cars of his product were moved into official territory under applicable class rates. This Kansas manufacturer, shipping gas or gasoline stoves to Chicago in carloads having a minimum weight of i6,ooo pounds, pays $i.io per xoo pounds as compared with the Pittsburgh producer's rate of 59 cents on similar shipments. He is also at a disadvantage in shipping house heating furnaces to Chicago. His rate is 75 cents per ioo pounds, while the Pittsburgh shipper enjoys a rate of 41 cents. Chicago is 454 miles from Pittsburgh and 579 miles from Wichita.
Oil-well supplies move on class rates and are manufactured at Parkersburg, West Virginia, Fort Worth, Texas, and Tulsa, Oklahoma. The rate from Fort Worth to Centralia, in the Illinois oil fields, is 99 cents per oo pounds, 45 cents higher than if the official scale, column 35, which Parkersburg uses, is applied. On an average car of 40,000 pounds, there is a difference of $i8o.oo per car. From Tulsa to New Iberia, Louisiana, the rate is 47 cents per ioo pounds higher than the official scale rate. The rate from Parkersburg to New Iberia is $i.i9; if the official scale were applicable, the rate would be 69 cents per ioo pounds. 2 s A transportation and industry expert from the University of Texas analyzed the economic effects of freight rates on five concerns in Texas, using their paid freight bills, 29 and his Exhibit io489 contains convincing data showing numerous rate inequalities that inhibit southwestern industries.
The freight bills on the shipments made by and to the industries in the Southwest, compared with the rates that would have been applied, inbound and outbound, on the same articles for similar distances within official territory, showed that the freight payments of these five concerns exceeded by $83,054.62 the amount that would have been paid had all inbound and outbound shipments been charged on the official basis for equivalent service.
The Sche-Rose Manufacturing Company of Dallas, producers of breadmaking compound, for the year 1941 paid approximately 63 per cent more in freight charges than it would have paid had the official level of rates been applied. A shipment from Dallas to Philadelphia, for example, moved at a class rate of $1.93 per xoo pounds, when the official level would have only been $1.33. The economic disadvantage suffered by this concern for 1941 on the basis of freight charges represented 57.7 per cent of its manufacturing wages, over 6 per cent of its capital stock, 5.9 per cent of net sales, and over 23 per cent of office and administrative salaries. The customers, workers, or stockholders could have enjoyed the savings to be realized in freight charges had the goods moved on the official rate level. 3 '
The freight charges on shipments made by the Walker's Austex Chili Company, Austin, Texas, during 1941 were over $i4,ooo more than would have been charged for equivalent service under the rates in effect in official territory. The economic disadvantages of freight charges for this company when compared with official amounted to 7.31 per cent of its capital stock, 3.29 per cent of cost of goods sold, and The Superior Products Company, Dallas, manufactures toilet preparations, perfumes, and related articles. Its actual inbound freight charges for the year 1941 amounted to $65,317.39. The charges for equivalent service under the official level of rates would have been only $37,828.22. The total freight charges amounted to over 29 per cent of the cost of the goods sold, 18.29 per cent of net sales, 69.74 per cent of capital invested, and over 300 per cent of wages paid.
To illustrate the drastic differences between the rates that are charged this producer on the present levels, as against the rates under the official basis, one actual shipment consisted of 51,495 pounds of drugs moving from Petrolia, Pennsylvania, to Dallas at a class rate of $1.14 per ioo pounds. The total charge collected was A Tennessee public official, a rate expert," explained "why it is that Nashville cannot sell work clothing in the North and East, as her rates mile for mile are approximately 35 per cent higher than her competitors' in Central Territory.
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The following rate comparisons were shown: A Philadelphia shipper of gas black from the Pennsylvania oil fields pays a rate to St. Louis, a distance of 981 miles, of 64 cents per hundred pounds, whereas from Amarillo, Texas, to Chicago, a distance of 978 miles, the rate is 85 cents per hundred pounds. If Amarillo and Philadelphia both ship to Chicago, the rate from Amarillo is 85 cents and the rate from Philadelphia is 57 cents, a difference of 28 cents per hundred pounds, or $112.00 per car for a difference in distance of only 167 miles in favor of Philadelphia. The distance from Philadelphia to Chicago is 811 miles. The rating is fifth class.
7
The Sweet Potato Growers, Inc., with a starch plant at Laurel, Mississippi, for the seven months ending February 28, 1941, paid freight charges which amounted to ii.8 per cent more in dollars paid than the official territory level for comparable movements. On carload shipments the excess of actual charges over the official basis was i5.6 per cent and on less-carload shipments the excess amounted to 44.6 per centY 8 This excess of actual charges was 2 per cent of the total net sales. If this difference in rates paid had been available to the Sweet Potato Growers, Inc., the corporation could have paid either 8 per cent more for raw materials or io per cent more in wages, or earned 124 per cent more in net profits 80 A manufacturer of automobile truck bodies at Nashville, Tennessee, 40 labors under a rate handicap as high as 253 per cent of the rates available to his competitor at Detroit, Michigan, in the sale of truck bodies at Metuchen, New Jersey. 41 In this case the Nashville rate was made on the southern classification rating of second class-$2.io per ioo pounds. The Detroit shipper enjoyed rates ranging from 53 cents to $1.o3 per ioo pounds, depending upon the carload minimum weight. These rates represent official classification exception ratings applied to the official level of rates. 42 Metuchen is 965 miles from Nashville, and 616 miles from Detroit.
According to an Iowa traffic expert, 4 " the level of class rates between official territory and Iowa does not permit Iowa industries to purchase interterritorially, for the same cost, the miles of transportation their competitors across the river can buy within official territory. The present first-class rate between Waterloo or Cedar Falls and Indianapolis, Indiana, is $1.33 for the 415 miles. In official territory this $1.33 will buy 58o miles of transportation, equivalent to the distance from Indianapolis, Indiana, to Omaha, Nebraska. This illustrates the severe rate handicap faced byshippers located adjacent to official territory.
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A North Carolina washboard manufacturer's greatest competition is from Michigan and Ohio companies. Lower competitive interterritorial rates have been withheld from his company by the railroads, and therefore, in bidding on a delivered-price basis against competition in official territory, he must absorb the higher freight charges from Raleigh.! 5 The less-carload class rates paid on actual shipments from Raleigh, compared below with the rates available within official territory to com- An official of a tanning company in Andrews, North Carolina, which ships leather products to the North, testified 47 that he had "experienced considerable difficulty in selling and quoting prices in line with prices quoted from tanneries who are in position to ship at lower freight rates." 4 The significance of certain inbound class-rate discriminations affecting this tannery is illustrated by specific inbound shipments which cost this company 25.7 per cent more in freight charges than would have accrued had the goods moved under official territory rates. The economic disadvantage -here, arising out of payments on inbound consignments of dry hides, is emphasized when the applicable fourth-class rates to the following actual shipments 49 are compared with rates for equidistant hauls in official territory:
Shown below" 0 is a list of manufactured articles produced in Atlanta, Georgia, that have markets in official territory. These articles move on class rates in both southern and official territories, and the disadvantage of the Georgia producer as compared with the official producer is shown for each commodity in the last column: The Commissioner of the Memphis, Tennessee, Freight Bureau testified as to the movement of macaroni, noodles, and spaghetti from Memphis, and comparative rates. 51 The Memphis manufacturer distributes his goods throughout southern territory, but, with the exception of border points, has been unable to market his goods in official territory in competition with manufacturers at Chicago and St. Louis, because shippers there enjoy rates relatively lower than those applicable from Memphis. He testified that the movement both in southern and official territory was on class rates.
s 1'
The rate on macaroni, spaghetti, and noodles, less-carload, from Memphis to On this traffic another witness,
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" who made studies of the manufacture and distribution of palmetto fiber at these Florida points, testified as follows:
The differences in the rates, and the particularly low rates on imported fibers actually encourage the importation of fibers produced under low wage conditions. Inducement is given to import fibers rather than to use the only domestically produced vegetable brush fiber, Florida palmetto. The domestic fiber, Florida palmetto, suffers the disability of much higher freight rates and its production and usage is thereby curtailed. It is my opinion based upon my study of this industry that the existing freight rate structure is partly, at least, accountable for the fact that the manufacture of brushes from fiber has been in Official Classification Territory and that the manufacture of brushes in Florida near the sources of raw materials is of such relatively insignificant proportions. It is my opinion that if an equitable and uniform basis of rates, mile for mile, were established, the manufacture in Florida of brushes from Florida palmetto fiber could be expanded far beyond the present output .... 59 An expert rate witness representing 95 per cent of the southern furniture manufacturers testified 0 that the present adjustment of rates on furniture within and from the South dates back to 1932 and represents various kinds of rates, all published as percentages of first class. Since the revisions of 1932, the rates on furniture within and from the South, with a few minor exceptions, have been made with direct rela- Pittsburgh can ship 50 per cent farther for the same charge than Pueblo, as illustrated by the applicable class 45 rate from Pittsburgh to Omaha, Nebraska, against the current class A rate from Pueblo, Colorado, to the same destination, on an actual movement of shell body forgings. The present rate from Pueblo to Omaha, for a haul of 6oi miles, is $1.o5, whereas from Pittsburgh to Omaha, involving a haul of 922 miles, the rate is only 99 cents, a double penalty in as much as the rate, mile for mile, is lower in the East than in the West, while at the same time the article is rated higher-4o per cent of first class in the East against 45 per cent (class A) in the West. As the western United States becomes industrialized it will ship new commodities, and it is unfair for a western-located industry to have to wait until the problem arises, only to discover that variations in classification impose extra and unexpected handicaps. 7 Additional examples of class-rate disparities favoring official territory over southern territory are set forth in Exhibit 88.
7 ' The figures shown in the last column of the following table represent the percentage relationship of the actual rates under the southern class-rate scale to the actual rates under the official class-rate scale for any selected distance.
The Interstate Commerce Commission, in its report in the Class Rate Investigation, characterized the data presented as "abundant evidence" 72 of the higher charges paid by shippers in the South and West using class rates. While no one can confidently forecast the decision of the Supreme Court, it is prognosticated here that the Court, like the Commission, will find the evidence ample and will uphold the Commission's decision, thereby removing the class-rate barrier to the economic development of the South and West. 3
